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BSP eyes careful exit from easy policy

BSP, S1/10

WHAT’S 

INSIDE
T H E  N A T I O N
Philippines posts highest
COVID positivity rate S1/12

W O R L D  B U S I N E S S
Fed leaves gradualism behind
with urgency on rates, assets S2/3

C O R P O R A T E  N E W S
Local firms eye coal suppliers 
amid Indon export ban S1/4

facebook.com/bworldph
twitter.com/bworldph
anchor.fm/businessworld

F O L L O W  U S  O N :

SOURCE: PHILIPPINE STATISTICS AUTHORITY
BUSINESSWORLD RESEARCH: ABIGAIL MARIE P. YRAOLA

BUSINESSWORLD GRAPHICS: BONG R. FORTIN

0.0

0.8

1.6

2.4

Headline inflation eased to a one-year low of 3.6% year on year in December, bringing the full-year average to 4.5% that went above the 2-4% target band of 
the Bangko Sentral ng Pilipinas as well as its revised 4.4% forecast. Similarly, the inflation experienced by low-income Filipino households slowed to 3.3% that 

month from 4.2% in November. This infographic shows how much each of the major commodities contributed to the inflation rate for both groups in 
December. Heavily weighted food and non-alcoholic beverages group chips in the most with 1.3 percentage points (ppts) for the average income household 

and 1.8 ppts for the bottom 30% households. The housing and utilities basket follows with 1 ppt and 0.6 ppt for the average and low-income households, 
respectively. Transport index a�ects the average Filipinos more after chipping in 0.5 ppt compared with 0.1 ppt for the other group.

HOW MUCH DID EACH COMMODITY GROUP
CONTRIBUTE TO DECEMBER INFLATION?
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PRESIDENT Rodrigo R. Duterte has signed 
a law that significantly lowers the minimum 
investment hurdle for foreign retailers, which 
the government hopes will attract more for-
eign direct investments into the Philippines.  

Republic Act (RA) No. 11595 reduced the 
minimum paid-up capital for foreign retailers 
to P25 million from the previous $2.5 million 
(around P125 million) under the 20-year-old 
Retail Trade Liberalization Act of 2000 (RA 
8762). 

Mr. Duterte signed the law on Dec. 10, 2021 
but a copy of the bill was released only on 
Thursday.

Under the law, the foreign retailer’s coun-
try of origin must not prohibit the entry of 
Filipino retail enterprises. 

Foreign retailers that have more than one 
physical store should also have a minimum 

investment per store of at least P10 million.
Sought for comment, Philippine Retailers 

Association (PRA) Vice Chairman Roberto S. 
Claudio said in an e-mail interview that mi-
cro, small, and medium enterprises (MSMEs) 
involved in the retail sector will be the most 
affected by the law since they will now have to 
compete with foreign retailers. 

“The rest of the (country’s) retail sector 
have prepared and adjusted to having foreign 
retailers since the implementation of RA 8762 
in 2000. We already have allowed foreign re-
tailers since 2000... We will offer to assist in 
the drafting of the implementing rules and 
regulations of RA 11595 to be able to come up 
with a clear implementation of this amended 
law,” Mr. Claudio said.

Philippine Chamber of Commerce and In-
dustry (PCCI) President George T. Barcelon 
said in a mobile phone message that the P25-
million minimum paid-up capital is “more 
realistic” compared with the original proposal 
of just P10 million.

PHL lowers minimum investment
hurdle for foreign retail enterprises

Retail, S1/10Schools, S1/10
Healthcare, S1/10

A LAW that would explicitly qual-
ify private schools and nonprofit 
hospitals for tax relief has been 
signed by President Rodrigo R. 
Duterte.

Republic Act (RA) No. 11635 
or the Proprietary Educational 
Institutions Tax Act amends Sec-
tion 27(B) of the National Inter-
nal Revenue Code to make clear 
that private schools and non-
profit hospitals are eligible for a 
temporary 1% tax under RA 11534 
or the Corporate Recovery and 
Tax Incentives for Enterprises 
(CREATE) Act.

The CREATE Act had lowered 
the tax rate to 1% for pandemic-
hit enterprises from July 2020 to 
June 2023.

Under RA 11635, nonprofit hos-
pitals and proprietary educational 
institutions will be given a tax rate 
of 10% once CREATE expires.

However, if private schools 
and hospitals’ gross income from 
unrelated trade, business, or 
other activity exceeds 50% of the 
total gross income, the 10% tax 
rate will be imposed.

Without such concessions, 
these institutions are liable for 
the regular corporate rate of 25%.

“It’s a 90% tax discount under 
CREATE law. That’s the biggest 
tax cut this country has given to 
any sector in recent history,” said 
Albay Rep. Jose Ma. Clemente S. 
Salceda, chairman of the House 
Ways and Means Committee and 
primary author of the law, in a 
statement on Thursday.

He said the committee will 
request the Bureau of Internal 
Revenue to expedite the release 
of revenue regulations, so the 
new law “expunges any liabil-

Tax relief for private
schools signed into law

HEALTHCARE benefit costs sponsored 
by employers in the Philippines are 
likely to go up by an average of 14.4% 
this year, according to global advisory, 
broking, and solutions firm Willis Towers 
Watson (WTW).  

WTW said in a statement it con-
ducted the 2022 Global Medical Trends 
Survey among medical insurers which 
showed that healthcare benefit costs 
are expected to rise by 14.4% this year. 
This is slightly lower than 16.4% in-
crease seen in 2021 but higher than 
6.4% uptick in 2020.   

According to WTW, the leading driver 
of medical costs is the overuse of care due 
to medical professionals recommending 
too many services or overprescribing.  

PHL healthcare 
benefit costs
to rise this year By Alyssa Nicole O. Tan and 

Revin MIkhael D. Ochave Reporter

AS CENTRAL BANKS around the world 
have started taking steps to unwind pol-
icy support, Bangko Sentral ng Pilipinas 
(BSP) Governor Benjamin E. Diokno said 
the timing of the exit from its easy policy 
“remains very uncertain” but assured the 
transition would be done smoothly.

“Given the nascent economic recovery, 
the priority for the BSP is to ensure the 
sustainability of the recovery and prevent 
long-term scarring effects,” Mr. Diokno 
said at an online briefing on Thursday. 

“We would like to emphasize that the 
timing of the exit remains very much un-

certain at this time. The threat of further 
coronavirus disease 2019 (COVID -19) 
infections continues to pose a downside 
risk to both growth and inflation in the 
coming months,” he added.

The Health department on Thursday 
reported 17,220 new COVID -19 cases, 
bringing active cases to 56,561. 

Mr. Diokno said the BSP’s approach 
will be “outcome-based” and not a cal-
endar-based exit strategy. He said this 
will depend on the evolution of various 
domestic factors including liquidity and 
credit dynamics, financial sector risk and 

the state of public health as well as evolv-
ing global developments and potential 
spillovers.

In his presentation, Mr. Diokno out-
lined the BSP’s exit strategy, which in-
clude returning-to-normal operations, 
unwinding liquidity provision, reducing 
monetary accommodation, and prepar-
ing for the next crisis.  

Under the strategy’s reduction of 
monetary accommodation component, 
there will be an eventual raising of inter-
est rates “when prospects for the econo-
my have materially improved.”  

The central bank kept policy rates at 
record lows for the entire 2021 to sup-
port recovery, with the BSP stressing that 
elevated inflation caused by low supply in 
meat products will be better addressed by 
non-monetary measures. Prior to this, the 
Monetary Board slashed rates by a total of 
200 basis points to support the economy.

This year, the Monetary Board will 
have its first policy review on Feb. 17.

“Future monetary policy decisions 
will continue to be anchored on evolving 
domestic and external developments to 
avoid unintended consequences associ-

ated with prolonged monetary accom-
modation, such as excessive buildup in 
leverage and risks to financial stability, or 
the emergence of inflationary pressures 
and disanchoring of inflation expecta-
tions,” Mr. Diokno said.  

Inflation eased to 3.6% in December 
from 4.2% in November. This brought 
2021 average inflation to 4.5%, exceed-
ing the central bank’s 2-4% target band. 
The central bank expects inflation to be 
within target for 2022 and 2023 at 3.4% 
and 3.2%, respectively.
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